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Guest Editorial 
Postwar Planning by Retailers 


SAMUEL W. REYBURN 


In any campaign for the increase of 
the nation’s business and for prosperity, 
retailers can be highly important, not 
only as distributors of goods but also 
as risk takers, investors of capital, and 
employers of labor. Given proper con- 
ditions and fair incentives, retailing can 
expand in the same way and to the same 
extent as other productive enterprises. 

Retailing offers a peculiar and highly 
effective service to the nation’s economy 
in its power to stimulate the sales of all 
goods intended for ultimate consumer 
use. There is a high-powered promotive 
value in retail window and store display, 
in retail-store advertising, and in word- 
of-mouth retail selling. This power is of 
proved value. It is doubtful if any sig- 
nificant and important gain in total 
business can be achieved without it. 

All that is necessary to put this force 
to work is an opportunity to use it, the 
goods and services with which it may be 
used, and the zeal and enthusiasm of 
retailers back of it. Retailers will 
gladly join in any sound movement to 
benefit this country and will do their 
full share in re-establishing prosperity 
under a just free enterprise system in 
the postwar period. 
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It has been estimated that goods and 
services valued at 138 billion dollars at 
January 1943 prices will have to be pro- 
duced and distributed per year in order 
to meet the conditions of prosperity and 
to provide full employment in gainful 
pursuits for fifty-six million citizens. 
This is an increase of about 35 per cent 
over the national income produced in 
1940, when retail sales were 49 billion 
dollars. 

If retail traie is the same proportion 
to national income as in 1940, it is esti- 
mated that the postwar annual retail 
trade should amount to 75 billion dollars. 
This, then, may be considered as the 
quota of the total business for which 
retailers must assume responsibility. 

Extraordinary as this increase in 
retail trade may seem, the retailers of the 
country are at one with producers in 
their intention to make it possible. 
With every branch of business assuming 
its full share of responsibility for the 
development of volume and prosperity, 
even the seemingly impossible may be 
accomplished. 


FACTORS DETERMINING FUTURE VOLUME 


To a great extent the volume of retai 
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sales when peace comes will depend upon 

the following: 

1. The national income available, after 
taxation, for consumer use. (The 
tax bill may be as much as fifty 
billion dollars.) 

2. Availability of merchandise such 
as consumers want at prices that 
they can afford and are willing to 
pay. 

3. Alertness of retailers to conside: 
requirements for modernized ware- 
houses, stores, and trading facilities, 
and the disposition to make invest- 
ments in catering to these demands. 

4. An adequate supply of properly 
trained and experienced employees 
to perform the functions of retailing. 

. Capital sufficient to rebuild and 
equip both old and new stores as 
well as to carry the increased stocks 
that will be needed to supply the 
postwar consumer demand. 

6. The degree of intensity with which 
the functions of sales promotion 
will be exercised. 

. Freedom of the retail business from 
needless, burdensome, and restric- 
tive regulations, and from excessive 
taxation. 

8. The need for organization and co- 
operation of retail interests for self- 
protection. 


wm 
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RETAILERS MUST DO OWN PLANNING 


Planning for the future is nothing new 
to competent, successful business execu- 
tives. It is but a regular part of their 
job. Postwar planning is merely the 
application of planning for the future to 
the conditions and changes certain to 
prevail and likely to affect the future of 
business when the war is over. 


There is the utmost need for planning 
for the postwar period for the reason 
that business—all business—must make 
a greater effort to accomplish greater 
results than ever before in order to 
assume full employment, national pros- 
perity, and the continuance and _per- 
manence of the free enterprise system. 

Many businesses have in the past been 
slow to plan for their own futures. Their 
owners or executives have been too busy 
with the pressing affairs of each day or 
too willing, perhaps, to let other business- 
men do the planning for entire industries 
and trades and so enjoy free rides on the 
ideas and efforts of others. The diffi- 
culties facing us in the postwar period 
are so great that the efforts of all business- 
men will be needed to meet them. Too 
many free riders will handicap and may 
wreck the free enterprise system. 
Don’t be misled in thinking that the 
administration, Congress, or the great 
national organizations of business, labor, 
and social workers, or what not, will do 
for you the postwar planning for your 
concern. Postwar planning that means 
something must begin at home. It 
begins with your concern and with other 
concerns like yours. 

Start where you are. Take note of 
what you should do and what you need 
to do. Then do it. Provide for elas- 
ticity in your plans. It is not possible 
now to foresee all the changes with 
which your business may have to con- 
tend. Be ready with alternatives to 
meet the new conditions and changes 
whenever they occur. 

Urge your trade association to carry 
on general studies and provide exchanges 


(Continued on page 88) 








Postwar Merchandising Problems 


J. Epwarp Davipson 


As in the past, department stores after the war will be faced with the 
problems of high service costs, rapid fashion changes, ensemble require- 


ments, and competition of other types of outlets. 
upper income brackets add to long-standing problems. 


Probable declines in the 
This thoughtful 


discussion suggests possible solutions. 


While enduring the troubled days of 
the war, it is the inescapable obligation 
of management to envisage the problems 
of the postwar period. The department- 
store executive, however, harassed by 
OPA’s, ODT’s, and the host of other 
alphabetical concomitants of war, must 
steer toward the future. He realizes 
that the war has greatly speeded the 
tempo of change. He must realize, 
however, that the currents which will 
direct the position of the department 
store of the future flow in full tide from 
the past and can be observed and guided. 

Yes, stores have changed and will 
continue to change. All business has 
greatly speeded up with the acceleration 
of the machine age. All one needs to 
realize the full significance of this is to 
compare a good American department 
store with those of other countries. 
A visitor, before the war, to such great 
stores as Selfridge’s in London, the Galer- 
ies Lafz ;ette in Paris, the Tietz Stores 
in Berhn, or those in almost any other 
European city was amazed at how old- 
fashioned these stores seemed in their 
methods. They were like the American 
stores of our childhood and seemed 
backward in every respect. There was 
only one point in which they were not 
backward—they all made very satisfac- 
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tory profits, which is more than youcan 
say for most American stores before the 
war. And this very backwardness was 
the reason for their profits, strangely 
enough. This does not mean that you 
could transplant such a store to New 
York and expect it to be successful. 
After all, the European stores do not 
look old-fashioned to Europeans, and a 
store is judged by its local competitors, 
not by any theoretical standards. 


RAPID CHANGES IN AMERICAN METHODS 


Indeed, many observers believe that, 
in typical American fashion, American 
retailing has gone too fast in its attempt 
to offer the last word in everything. 
The good metropolitan department store 
is constantly building, constantly re- 
modeling and buying new equipment. 
The old-fashioned rules that apply to 
depreciation schedules on equipment 
have come to have no meaning, since 
the changes in fashions of selling and 
presentation are so rapid that very little 
of our equipment ever wears out. We 
buy a new remodeling job as a woman 
buys a new hat and this, of course, 
is a most expensive thing to do. Yet 
devil take the hindmost. 

As a result of this constant change of 
physical aspect, the mental approach of 
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the merchandising management of a store 
has also changed—speeded up——become 
more open-minded. The merchant of 
fifty years ago or even twenty-five years 
ago had no elaborate control figures. 
He did not know how, nor did he bother 
to allocate expenses in a minute way. 
He did know how to keep a balance 
between his total expenses and his total 
income, and he let the law of averages 
take care of the details. Since that time, 
costs of operation have mounted alarm- 
ingly. Taxes, real-estate costs, and 
fixture investment on the one hand, and 
wages on the other, have made the sub- 
ject of expense almost the most impor- 
tant single concern of management. 
The large city retailer has discovered 
that doing more business does not mean 
making a profit. He has to doa selected 
business and he has to direct his efforts 
most carefully, so that he may concen- 
trate in those fields where profit is pos- 
sible. Most stores today are in the 
position, because of heavy direct expense, 
of being forced to forego many types of 
business. Many stores have eliminated 
certain departments that are excessively 
heavy expense factors. In other cases, 
stores have maintained certain depart- 
ments as a service only and have delib- 
erately sought to keep them from 
growing. ‘Thus, expense in itself has of 
necessity forced an entirely different 
attitude on the merchant. 

It seems likely that the increase in 
the expense ratio will be on the upgrade 
again after the war. The rising trend in 
wage scales has, of course, been greatly 
accentuated by the war. Many stores 
are now on a 40-hour week, with time 
and a half for overtime. When the war 
is over these rates will not go down, so 


that in ratio to sales the stores may find 
themselves saddled with very high 
salary costs. The results will be particu- 
larly severe in the case of the large 
metropolitan stores with low average 
sales checks. 


NEW CONCEPT OF MARKON 


A better knowledge of expense detail 
has brought to the merchant a new 
conception of the consideration of 
markon. Many merchants today do not 
think in terms of markon at all, but 
rather in terms of the dollars-and-cents 
spread between cost and retail. For 
example, in many cases, it costs as much 
to handle and deliver a $1.00 article as 
it does a $10.00 one. Let us assume that 
the markon is 35 per cent on the selling 
price. In the first case we have 35 cents 
with which to work; in the second case 
$3.50. This is obviously simple. How- 
ever, the merchant discovers that the 
$10.00 article which costs $6.50 does not 
sell in quantity at $10.00, so he experi- 
ments, pricing the $6.50 cost article at 
$7.50 retail. The markon is about 15 
per cent which, however, yields $1.00 
margin with which to work. It has been 
discovered in many cases that it is pos- 
sible to build a large volume on such a 
short markon, which would be infinitely 
more profitable than the same amount 
of effort, advertising, etc., put behind the 
sale of the dollar item. All of this re- 
quires great skill and judgment as, obvi- 
ously, the demand for higher priced 
articles is limited. However, in the 
lower price ranges, competition is un- 
doubtedly keenest, as it is in those fields 
that the chain store, the mail-order 
company, and the bargain store are 
strongest. In the higher price fields 
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competition is usually among the better 
shops which have very heavy overhead, 
so it is sometimes easier to get business 
competitively in this field merely because 
the competitor is at a disadvantage. 


MEETING CHAIN COMPETITION 


Competition has forced new trends in 
merchandising (which will continue to 
expand) and will force still more after 
the war. First of all—the chain store. 
In the last generation the chain store has 
grown to such a point that many States 
have tried to suppress it by political 
measures. Naturally, this political pres- 
sure has come from the thousands of 
small merchants who have found them- 
selves unable to compete with chain-store 
prices and chain-store merckandise. The 
department store, also, has felt this 
competition very keenly. The chain 
store, which has a semiself-service, no- 
delivery, no-charge-account operation, 
has a great advantage over the depart- 
ment store in overhead. It also has a 
clear advantage in buying power because 
of its enormous volume on a limited 
assortment of articles. This competi- 
tion has made the department store do 
some tall thinking to devise various 
methods of combating the chain store, 
net always successfully. 

Probably the most successful means 
of meeting this has been the imitation 
of the chain-store method; in other 
words, operating departments that com- 
pete directly with the chains in the most 
economical way, iftroducing forms of 
self-service, simplification of handling, 
assortment displays, etc., in order to 
allow the department to cut its markon, 
to be competitive in price. There have 
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been some experiments with no-delivery, 
self-service units within the department 
store, but this has not been done by 
many firms. We have spoiled our public 
so long that it is extremely hard to 
withdraw services that they have come 
to expect and are unwilling to pay for. 


BRANCH STORES 


Still further sources of intense com- 
petition come from the development of 
outlying neighborhood and branch stores. 
We see this to a very high degree in the 
New York area. To meet this, many 
department stores have opened branches 
in the important population centers in 
the suburbs, on the theory that if you 
can’t get the customer to come to you, 
you can gotohim. This merchandising 
approach is still on the upgrade and will 
probably not halt until the decentraliza- 
tion of cities is halted. The opening of 
branch stores involves extremely com- 
plicated merchandising problems. It 
has proved a great puzzle to the man- 
agement, as often the branch store will 
do a somewhat different class of business 
from the main store, particularly if it 
is located in a better suburb. This 
involves real buying problems, as best 
sellers in the suburbs may not be best 
sellers in the store proper. In attempt- 
ing to keep a model fresh stock at all 
times in a branch that is representative 
of the parent store, the mechanical prob- 
lems also are intensified. It is to be 
noted that most of these suburban devel- 
opments have confined themselves to 
the sale of apparel and small goods. 
They have found that the attempt to 
decentralize heavy goods has been very 
costly and, in many cases, unprofitable. 
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CATALOGUE SELLING 


To meet this menace some stores 
have gone back to the catalogue as a 
source of business, in lieu of having the 
customer come to the store. This is 
also a real problem, as the rapid changing 
of fashion today makes the catalogue, 
for any but staple goods, of questionable 
value. The length of time required to 
prepare and print a catalogue is often 
greater than the life of the fashions that 
are illustrated. A department store also 
finds it difficult adequately to stock for 
the future against catalogue selling any- 
thing but pure staples, which are a very 
small part of the sales of a modern 
department store. 


ENSEMBLE SELLING 


There are a few features of the modern 
merchandising trend that warrant special 
note. The first is what is generally 
called ‘ensemble selling.”” The Ameri- 
can public has been educated over a 
period of many years to expect more and 
more in the way of fashion in its mer- 
chandise. Formerly, in the spring, a 
woman bought a coat, probably black 
or navy. She also bought a black or 
navy hat, with perhaps a flower or a 
feather on it, and a black or navy bag. 
Today our customers have been trained 
to want color. These colors are ever- 
changing and, when she buys a dark coat, 
she will probably want a highly colored 
hat. She then demands gloves and a 
bag and may even want a handkerchief 
to match. This brings a whole set of 
new problems to both manufacturer and 
retailer as it necessitates the careful 
coordination of color and the stocking of 
correlated color throughout the fashion 


field. This also applies to home furnish- 
ings, where we now have the presentation 
of highly coordinated ensembles based on 
a limited set of color schemes so that the 
customer can be her own decorator. 
She can go through the homefurnishings 
departments to-redecorate her home and 
be able to buy a rug and curtains in the 
exact same color or a chair and a bed- 
spread in the same fabric or in a com- 
bination of the same tones. In some 
cases, manufacturers have got together 
and produced the same colors, but usu- 
ally the task has fallen on the retailer 
to see that the various elements are dyed 
to match or to harmonize. Such mer- 
chandising requires the services -of a 
coordinator, stylist, or whatever you may 
call her, to assure the grouping of these 
articles. It hasalso increased the mark- 
downs considerably, as the constant 
introduction of new color schemes neces- 
sitates the stocking of a large number of 
articles as the new color appears. Inas- 
much as no one is able to judge the exact 
rate of sale of each of a dozen objects, 
at the end of each color promotion there 
are remainders that will not sell very 
well separately without the impetus of 
promotion as a whole. 


LIMITATIONS OF ENSEMBLE 
MERCHANDISING 


Such ensemble selling undoubtedly 
stimulates sales, but it very frequently 
does not add profits. It makes it partic- 
ularly difficult for a small store whose 
output is not sufficient to keep up with 
constant change. A glaring example of 
this is in the shoe business, where before 
the war an attempt had been made to 
bring out new colors of leather each 
season to match bags and shoes. The 
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bags can be produced in a few days, 
whereas the shoes may require several 
months. It was only natural that 
casualties were great in launching shoe 
colors and, as a result of this, profits in 
shoe departments steadily declined since, 
at the end of each season, all the novelty 
colors were cleared out to make way 
for a new set introduced for the following 
season. 

The ensemble also involves the selling 
problem, as the merchandise must be 
assembled in one spot to be presented 
properly. Because of this a duplicate 
sales organization is necessary, with all 
the resulting added expense and com- 
plications. 

An extreme example of the length to 
which ensemble selling may be carried 
by volume retailers is to be found in the 
latest catalogue of Montgomery Ward. 
Here will be found two color pages de- 
voted to the highly fashionable, high- 
priced accessories of Lederer de Paris. 

One must realize that the large mail- 
order companies, with their huge pur- 
chasing power, will have overpowering 
advantages in the presentation and sale 
of ensembles. In the homefurnishings 
field this might be an overwhelming 
competitive factor, as the average de- 
partment store cannot successfully carry 
out ensembles on a large scale. 


EXTREME FASHION EMPHASIS 


Undoubtedly, the most significant of 
all characteristics of modern merchandis- 
ing is the extreme emphasis on style and 
fashion. Over the last twenty-five years 
there has developed an insistent public 
demand for merchandise that is well 
styled, well packed, and well presented. 
High fashion has seeped down until today 


October 1943 


the assortment of articles in the ten-cent 
store is as carefully worked on from 
the point of view of design and color as 
the stock of the best Fifth Avenue 
specialty shop. More and more manu- 
facturers have come to realize that 
well-designed merchandise sells best and 
is most profitable. The speed with 
which these styles and fashions change 
in demand has been constantly accel- 
erated. In the millinery and dress 
business new designs are brought out 
daily and any successful merchant must 
be constantly in the market for the 
newest thing or he will fall by the way- 
side. In this respect the chain stores 
have had a great advantage, since they 
are able to afford the best talent available 
in their selections and can immediately 
distribute new styles from coast to coast. 

This great movement has now ex- 
tended to the point where manufacturers 
of purely utility articles such as stoves, 
ice boxes, vacuum cleaners, etc., spend 
large sums for the best designers in the 
country to make the common everyday 
household necessities things of beauty 
as well as of utility. 

Let us look at the effect of this trend 
on the retailer and consider it from a 
number of angles; first, the problems of 
buying; second, the problems of selling; 
and, third, the relation of style to profit. 


FASHION BUYING 


The old dry-goods store was just what 
itsname implies. Its volume was chiefly 
done on dress goods, domestics, linens, 
and related lines. Ready-to-wear was 
unknown and home furnishings were 
very limited. The customer at that 
time bought quality first. Styles 
changed very slowly and merchandise 
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that did not sell one season was perfectly 


good the next. Colors were staple and | 


the selection of types was rather limited. 
The buying personnel of the store con- 
sisted entirely of men and the sales- 
force was almost entirely male. Fur- 
thermore, inasmuch as the number of 
manufacturing establishments was lim- 
ited, one would be apt to find that a 
buyer bought from the same source each 
year whatever the manufacturer pro- 
duced. He would buy one of everything 
and wait to see what would sell. Quality 
was the major consideration at all times. 
When ready-to-wear first appeared and 
introduced its special problems, many 
stores were unable to meet this change. 
They were not flexible enough. The new 
type of apparel selling required women 
both to buy and to sell and necessitated 
a presentation that was not in character 
with the existing conditions. The chain 
store was unknown. 

Today the buyer in a department store 
must be alive to every fashion trend. 
She must be quick, imaginative, alert 
to new ideas, and very conscious of good 
design and good color. Where she finds 
a public demand for something that does 
not exist in her markets, she must have 
the ability to work with the manufacturer 
and help him make changes or redesign 
something that will fill the consumer 
needs. This creative merchandising 
task is not an easy one, but it is just 
here that a store can make its reputation 
by having things that are better than its 
competitors and that have some superi- 
ority of design which makes them more 
wanted. This buyer of whom we speak 
does not, however, think too much in 
terms of quality. She insists on quality 
being adequate and expects it to be but 
she knows that few women today wear 


out the things they buy. Few women 
even wish to purchase an article and 
pay the premium for extra quality for 
which they have no need. 

This applies to home furnishings and 
miscellaneous articles as well as to 
clothing. There has been an unbeliev- 
able improvement in the level of taste in 
these fields, which is one of the great 
contributions of American large-scale 
production. The average American 
working girl can buy clothes or furniture 
or whatnot for her personal use at very 
modest prices and these articles are 
infinitely superior to what can be bought 
by workers in other parts of the world. 
Were it not for tariff barriers, American 
markets for consumers’ goods abroad 
would be practically unlimited. I refer, 
of course, to times of peace. I do not 
mean to imply that everything is done 
better here or that everything is done as 
cheaply here, but we have learned how 
to put the maximum of eye value into 
all we manufacture. 


FASHION SELLING 


The surroundings and atmosphere of 
stores have changed. At one time the. 
store owner, if he could afford it, bought 
solid mahogany fixtures to last a lifetime. 
Today he slaps together backgrounds of 
paint and paper much as he would make 
a theatrical set and he changes these 
backgrounds seasonally so that they may 
best enhance the types of merchandise 
they are to surround. This new need 
for color, life, and mobility in store 
presentation has again made new de- 
mands on executive personnel. The 
store merchandising management must 
know. how to present goods as well as 
how to buy them. The extent of this 
presentation problem is again governed 





i i i a 





POSTWAR MERCHANDISING PROBLEMS 73 


by competition in the locality. In New 
York it is intense. The consumer is 
met on every hand with delightful 
creations of the best designers and artists 
available in the field. She may walk 
down Fifth Avenue each week and see a 
whole new series of creations that are 
delightful to the eye and seductive to 
the purse. 


FASHION AND PROFIT 


Let us look for a moment on the 
relation of style to profit. A store that 
is smart enough to be able to bring out 
merchandise which is better styled and 
different from that of its competitors is 
usually able to command a higher retail 
profit on the articles that it sells. In- 
asmuch as a great deal of the mer- 
chandise offered today has relatively 
little intrinsic value, the eye value is 
allimportant. Ifan article looks better, 
it can sell for more and thus repay the 
store for the extra cost and effort in- 
volved in producing it. 


MECHANICAL SELLING DEVICES 


In these brief comments there is an 
intentional omission of discussion of any 
of the new formulas or theoretical ap- 
proaches to the retail business. I do 
this, first, because I am not competent 
to discuss them and, secondly, because I 
am extremely suspicious of any pseudo- 
scientific attempt to make merchandising 
into an exact science, something it can 
never be. I would, however, like to 
point out one trend that I personally 
believe will be of extreme importance in 
the years to come. This is the intro- 
duction of all types of mechanical devices 
that will substitute for the present labori- 
ous red tape in which most of our stores 
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are involved. By this I mean, for ex- 
ample, some machine to eliminate the 
salescheck, a machine to record and bill 
sales, to provide possibly some types of 
self-service instructions to eliminate the 
cost of selling small wares. Not being a 
mechanically minded person, I cannot be 
very specific about this, but many of us 
fee] that, if the costs of retailing are to 
be kept in line with the efficiency of 
modern industry, we must mechanize it 
where it can be mechanized, which is in 
the service end. This may be a deter- 
mining factor in the merchandising 
approach toward many items in the 
future. Today, for instance, we have on 
Fifth Avenue two ten-cent stores, that 
is, 10 cents to $1.00. These are no 
longer ten-cent stores but actually de- 
partment stores, and much of their 
success has been due to the study of 
economical and effective means of in- 
expensive selling. The mail-order 
companies have also done this, both in 
their stores and in their catalogues. It 
is only the department store which, 
although it is modern in its merchandise, 
is still nineteenth century in its mechani- 
zation. 


TRENDS IN CONSUMER INCOME 


The period in which we are living is 
an intensely interesting one and will call 
forth maximum demands from the execu- 
tive, both now and in the future. The 
war, the taxation problem, the shortages 
of supplies, and other immediate press- 
ing problems have presented such a 
kaleidoscopic series of basic policy con- 
siderations as to tax the ingenuity of the 
best of us. This is a time when really 


(Continued on page 91) 











ABC Grading 


Advocacy of grade labeling by the OPA and Congressional opposition has 
again brought this matter to the fore. 
two articles on the subject: one advocating grade labeling and the other 
calling it a step backward. The question is to be decided primarily by 
analysis of what consumers and distributors have to gain or lose by the 
proposal. The following articles should help the reader to make up his mind. 


The JOURNAL ts pleased to present 





Pro: What Quality Grading of Con- 
sumer Goods Means to Business 


C. CROWELL BAYARD 


Judging from the Canadian experience, 
reputable business in the United States 
has nothing to fear from the quality 
grading of consumer goods. In fact it 
can expect to reap positive advantages. 
This holds true for the retailer as well as 
the manufacturer. Valuable brand 
names will not become worthless or be 
placed at a disadvantage. Contrary to 
expectations, the advertising profession 
will not be injured; in fact, its position 
may be strengthened. The less reput- 
able, shyster fringe of business will 
operate under a handicap. Canadian 
experience with quality grading of canned 
food products amply demonstrates the 
validity of the foregoing conclusions. 
Opposition by reputable American busi- 
ness appears to be based on what 
sociologists call a cultural lag, misin- 
formation, and fear of change itself, 
together with the influence of the 
unethical fringe. 


THE CANADIAN SYSTEM 
Since 1918 canned food products for 
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domestic consumption in Canada have 
been graded according to quality stand- 
ards. Four grades have been established; 
fancy, choice, standard, and substandard 
qualities. Canned goods are labeled ac- 
cording to the appropriate quality classi- 
fication. Inspectors, who also enforce 
the sanitary laws, pay surprise visits to 
the factories to sample the grading of the 
pack. The Dominion government bears 
the cost of enforcement, which is small. 
If the inspectors disagree with the grad- 
ing of the management, a “held tag’’ is 
placed on the lot in question until agree- 
ment is reached. Most differences are 
settled on the spot and all are settled 
quickly. Due to good will and co- 
operation on both sides all issues have 
been adjusted amicably. 

Although long ago settled in Canada, 
the issue reached the American Congress 
and the press again in the spring of 1943, 
because of an OPA ruling requiring the 
quality grading of all canned fruits and 
vegetables beginning with the 1943 pack 
Canners were required to grade accord- 
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ing to government standards. Enforce- 
ment was to be in the hands of the 
Department of Agriculture. Opposition 
by packers and distributors was so great 
that as far as real effectiveness at the 
retail level goes the order was rescinded. 
Continued opposition resulted in confus- 
ing and ambiguous legislation, which 
President Roosevelt interpreted as em- 
powering the OPA to establish standards 
and grades if necessary for effective price 
control. 


THE OPA NEEDS GRADES 


The OPA is charged with the responsi- 
bility for fixing prices. Its work can be 


largely undone by changes in quantity 


and quality. A smaller quantity at the 
same price is equivalent to an increase 
in price. Likewise, a lower quality at 
the same price is equivalent to a rise in 
price. These are hidden price increases. 
Quantity decreases are somewhat easier 
to detect and are more subject to control. 
The big gap in the OPA armor is in 
respect to quality. It is well known that 
quality deterioration is one of the chief 
reasons why the high degree of stability 
of the German price level as shown by 
the indices is largely illusory. 

The answer to the problem is the 
standardization of quality and quantity. 
Price has no meaning apart from quality 
and quantity. A person buys a certain 
quantity of a certain quality at a certain 
price. There are three variables here. 
Stabilization of one of the variables with 
one or both of the other two free to 
fluctuate can negate the work of the 
price fixers. This is the problem that 
confronted the OPA. The answer was 
ebvious; t.e., the stabilization of quantity 
and quality. The iormer can be quite 
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readily done. The attempt to do the 
latter raised a tempest. 


WHAT IS QUALITY GRADING? 

Quality grading is similar to the A B 
C D that college men know so well. It 
has all the advantages of the academic 
marking system without the disadvan- 
tages of significant variation among 
instructors and the introduction of the 
personalities of the student and instruc- 
tor into the determination of the final 
grade. Administration can eliminate 
cheating. Pluses and minuses are not 
ordinarily used in quality grading. This 
leaves considerable tolerance or range of 
quality within a grade. The significance 
of not having all of a product within a 
grade identical in quality will be ap- 
preciated when we consider brand names 
and advertising. 

Quality grading establishes standards 
for the several grades of a product. 
There are several grades above the 
minimum just as in academic life a D is 
the passing mark with grades above it. 
Once the yardstick for measuring quality 
is established a product is classified 
according to its grade and properly and 
adequately labeled in order to facilitate 
identification. Government determina- 
tion and enforcement are required for a 
uniform system of product standards. 
If the OPA carries out its original inten- 
tions the buyer will be given the facts 
and one more gap will be sealed in the 
attempt to fix prices and ward off 
inflation. 

In establishing a system of quality 
grades a standard or model product is 
set up which serves as a yardstick. The 
standard contains the measurable charac- 
teristics, properly weighted, that con- 
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sumers find useful and desirable in a 
product. The standard is analogous to 
the platinum-iridium Bar in the Bureau 
of Standards in Washington from which 
our fundamental unit of length is taken. 
To determine quality all products of a 
similar nature are referred to the stand- 
ard. This sounds very formidable but 
in actual practice, as demonstrated by 
the operation of the Canadian system, 
it becomes a more or less routine matter 
much the same as the manufacture of 
foot rulers and yardsticks. Some time 
ago the astute management of the Great 
Atlantic and Pacific Tea Company insti- 
tuted a system of quality grading, using 
the United States official standards. 
Quality grading has all the advantages 
of our official system of weights and 
measures. One can easily imagine the 
confusion, still prevalent in some areas, 
that would exist without such official 
standards. This confusion has existed 
in American retail trade in respect to 
quality. It is a wilderness. But we 
are all so used to it that our critical 
faculty has become dulled. The absence 
of official quality grades is a serious 
defect in the American retail price 
structure. Quality standards give 
meaning to quoted prices. 

Quality grading is not practicable for 
all commodities. For some products it 
would be difficult and for others it would 
be impossible to set standards. Style 
is obviously immeasurable and flavor is 
largely so, which offers opportunity for 
brand names and advertising. Where 
the cost of testing is very high and the 
results of the test vary with the inspec- 
tor, grading is obviously impracticable. 
But as the Canadian system has well 
demonstrated, quality grading is feasible 


for canned goods, and there is no legiti- 
mate reason why in time it could not be 
extended to many other products. 


QUALITY GRADING IN THE UNITED STATES 


Classification according to quality is 
found in most trade channels in the 
United States. Quality grades for cot- 
ton and wheat are probably the most 
widely known, although many other 
commodities are graded. New York 
State requires the labeling according to 
government quality grades of all pack- 
ages of fruits and vegetables shipped 
into the State, although the labeling is 
not required to be maintained at the 
retail level. In fact, all agricultural 
produce sold in large wholesale markets 
is graded on some basis. Volume trade 
would be impossible without a system of 
grading. In the financial field Moody 
rates bonds according to quality. Many 
investment management firms have their 
own systems of quality rating for securi- 
ties. A legal list is a quality rating. 
It is only in retail channels that quality 
grading is not used. 

Existing Federal legislation permits 
the establishment of official minimum 
standards of quality for most canned food 
products entering interstate commerce 
and requires the labeling of those falling 
below this grade. Thus the United 
States already has a classification of two 
grades for many canned goods. The 
Agricultural Marketing Service of the 
United States Department of Agriculture 
has, however, gone much further. Since 
1915 this Service, in furtherance of its 
duties to agriculture, has been working 
on quality standards. Standards for 
many agricultural products have been 
developed. The grading system, with 
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some variation for different products, is 
as follows: A (fancy), B (extra standard), 
C (standard), and below U. S. standard 
or substandard. These are the stand- 
ards adopted by the Great Atlantic and 
Pacific Tea Company for its canned 
goods. In its efforts to control inflation 
through the subtle and deceptive method 
of debasing quality, the OPA was 
fortunate in having many quality stand- 
ards already developed and accepted by 
part of the trade. 


CANADIAN BUSINESS LIKES QUALITY 
STANDARDS! 


Judging from the Canadian experience, 
reputable American producers, having 
once adopted quality grading of canned 
goods in retail trade, will not want to 
return to the old system. The Canadian 
canning industry, large and small, is 
practically unanimous in agreement on 
the beneficial results. Higher prices 
for better quality are assured. Prices 
are not frozen at a dead level in one 
grade. As tolerance within a grade is 
sufficient for product differentiation and 
price differentials, branded products 
representing a considerable investment 
flourish as much as before the enactment 
of the law and commanda premium. In 
fact, packers have two grades of choice 
and standard qualities, although not re- 
quired by law, and receive premiums for 
the higher qualities. 

Canadian packers find it easier and 
quicker to arrange for collateral loans 

1U.S. National Recovery Administration, Consumers’ 
Advisory Board, A Report: Grade Labeling in Canada, 
December 1934; re-issued by Consumers’ Counsel Divi- 
sion, D. E. Montgomery, Director, Agricultural Adjust- 
ment Administration, Washington, D. C., June 1938. 
This is a report of a firsthand investigation by repre- 


sentatives of the U.S. Bureau of Agricultural Econom- 
ics and the Consumers’ Advisory Board of the NIRA. 
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with officially graded merchandise. 
Costly selling by sample is largely elimi- 
nated. Shipping costs are saved by 
sending the proper quality to the right 
market. To illustrate, the Quebec de- 
mand is largely for the standard quality 
of canned goods, while the Ontario 
market takes the higher grades. Inven- 
tories are smaller. The returned goods 
evil, partly due to the absence of stand- 
ards, becomes less troublesome, thereby 
reducing distribution costs. Small 
dealers in the United States would do 
well to look into the matter carefully, as 
a fundamental source of their difficulty 
is the lack of quality standards. The 
unknown quality of their product makes 
it difficult to compete with the sales 
pressure of the big brands. Last but 
not least, quality grading combined with 
sanitary inspection has reduced unfair 
trade practices in Canada. The seller 
of the lower grade of goods no longer has 
the opportunity to invade the market of 
the seller of the higher grade of goods by 
palming off his product as a_ better 
quality than it actually is. The unethi- 
cal fringe is prevented from injuring its 
competitors by spreading rumors about 
the condition of the plants and packs of 
others in the trade. Canadian packers 
like quality grading of their products. 
Contrary to the expectation of the 
American advertising agencies and the 
press, quality grading in retail channels 
would not, if the Canadian experience 
can be used as a precedent, adversely 
affect advertising. Tolerance within a 
grade permits product differentiation 
and branding. Brands have to be 
stressed to get mass appeal, achieve 
volume sales, and obtain price differen- 
tials. The general hostility to quality 
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ratings on the part of the producers of 
branded products, the advertising pro- 
fession, and the press in America seems 
unwarranted. 

When we reach retail trade we are in 
a maze. There is no uniform and ac- 
cepted terminology to describe the 
relative quality of goods. It is in this 
respect that the American retail price 
structure is seriously defective. One 
can hardly imagine the confusion in the 
Chicago wheat pit without quality 
standards. In that market buyers and 
sellers have a common language and the 
deal is quickly closed. In Canada such 
a common tongue for an important 
segment of retail trade is established by 
law. Customer complaints are reduced. 
Pricing is no longer hit and miss. Fewer 
clerks are needed, for the customer 
selects the goods more easily. The 
retailer finds it easier to buy from tie 
wholesaler and manufacturer. Inde- 
pendent retailers in the United States 
rather than resorting to efficiency penal- 
izing measures, such as antichain-store 
taxation and other protective devices, 
might be well advised to give serious 
consideration to proposals for a uniform 
and official system of quality ratings, for 
easier consumer identification of quality 
between independent and chain out- 
lets might reduce unfavorable price 
comparisons. 


CONSUMER BENEFITS 


The consumer in the United States, 
unlike his Canadian brother, enters retail 
markets at a distinct disadvantage. 
This handicap is due to the fact that it is 
a rare buyer at retail who is able to judge 
quality. When the great bulk of cén- 
sumer goods were of simple construction 


and made in the home, ability to judge 
the quality of materials was widespread. 
But when manufacturing was taken from 
the home to the factory and became more 
complex this ability disappeared. Mod- 
ern science and technology have made 
production intricate and technical. The 
most obvious characteristics are fre- 
quently the least important, while it 
would often require a scientist’s labora- 
tory to determine the quality of the 
really significant factors. 

To call consumers “dumb” is unjusti- 
fied. The facts of the case are that 
production is complex and _ technical, 
while consumers are not technicians with 
the time, training, and laboratory facili- 
ties for testing the quality of the products 
they buy. They are unable to purchase 
on specification or by sample to be tested 
by skilled technicians in expensive 
laboratories as business and the govern- 
ment do. It has been adequately 
demonstrated that price is no indication 
of quality. Inspection by feel, taste, and 
smell, the resources available to the retail 
buyer, is of distinctly limited value in 
determining the cuality of the complex 
product of moder industry. In addi- 
tion, many products are canned and 
packaged and the buyer cannot see inside 
the can. The gist of the matter is that 
buyers with limited ability and resources 
are confronted with a highly technical 
problem in determining the quality of 
the products they purchase. This is a 
task for experts, not laymen; for pro- 
fessionals, not amateurs. The net result 
of this situation is blind buying, a waste 
of time in coming to a decision, a feeling 
of timidity and insecurity when purchas- 
ing, dissatisfaction and frequent requests 
to return goods, all of which can lead to 
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friction between buyer and seller and 
higher costs of distribution. 

The American branding system is not 
of itself a satisfactory solution to the 
problem. Brand names cannot be suffi- 
ciently informative, for a word that is 
common property in respect to a com- 
modity—and a brand name would have 
to be in common usage to be informative 
—cannot be trade-marked. Brand 
names do not give information on 
relative qualities. Moreover, it is well 
known that brands vary in quality over 
time and among geographical areas. 
Brand buying isa trial-and-error method, 
and, as it is inevitable that the trials 
cannot be numerous, the errors can be 
many and of long standing. 

The answer will not be found in in- 
formative labeling. It is not well 
adapted to the hurried, odd-moment 
shopping that characterizes much of the 
retail market in the United States. For 
many products the descriptions would 
have to be technical and few buyers at 
retail have the time or ability to inter- 
pret them. It would require a clever 
and versatile consumer and a tolerant 
retailer to operate satisfactorily under 
such a system. Then, too, unless each 
term in the description were officially 
standardized and enforced, lack of pre- 
cision in the use of the many terms 
would be sufficient to render them of 
little or no value. Descriptions are not 
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adequate guides without standards. In- 
formative labeling is complementary to 
rather than a substitute for grading 
according to officially enforced standards 
of quality. 

The solution. to this basic defect in the 
American retail price structure, and one 
that has brought general satisfaction as 
far as it has been tried in Canada, is the 
quality grading of consumer goods wher- 
ever possible. Although not utilized by 
Canadians as freely as is to be desired, 
the facilities are available and general, 
overall protection of the retail buyer is 
secured for the products that are quality 
graded. It would take time for the 
American consumer to become thor- 
oughly familiar with the system. But 
buying at retail would be on a more 
intelligent basis. Time and money 
would be saved and consumer satisfac- 
tion increase. Hostility and friction 
between buyer and seller would be 
reduced. With the institution of quality 
grading much would be done to protect 
the consumer against fraud and mis- 
representation. The OPA ceilings would 
have meaning. Although black markets 
might still exist, violation of price 
ceilings by debasing quality would be 
eliminated in an important group of 
consumers goods, the OPA’s problem 
made easier, and the fight against infla- 
tion more effective. 











Con: ABC Grading Is a Backward Step 


GEORGE BuRTON HoTCcHKISS 


It is a thankless task to oppose a plan 
that bears the labels “Reform” and 
“Progress.” These labels were pasted 
on the ABC quality grading plan at 
least a dozen years ago, and under these 
iabels the plan has been persistently 
thrust forward at every convenient op- 
portunity. Partly because the most 
vigorous advocacy has come from men 
in the United States Department of 
Agriculture, notably Rexford Tugwell in 
earlier years and Donald Montgomery 
more recently, the most conspicuous 
field for which the change in marketing 
methods has been urged is that of 
canned fruits and vegetables. However, 
the plan is also advocated for many 
other fields of consumer goods. 
Women’s rayon hosiery was, in fact, 
the commodity first chosen by OPA 
in its recent attempt to force grade 
labeling. 


OPPOSITION TO GRADING 


The opposition to the plan does not 
come entirely from businessmen whose 
financial interests might be adversely 
affected. Some men who have made a 
scientific study of marketing all their 
lives believe that the consumer has more 
to lose than to gain by the change. Some 
consumer organizations also are on 
record as opposed; for example, the 
Housekeepers’ Alliance, of which Mrs. 
Harvey Wiley is president. Her late 
husband, Dr. Harvey Wiley, will be 
remembered as the father of pure-food 
legislation in this country, and Mrs. 
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Wiley has had exceptional opportunities 
for observing the canning industry. 
She favors the present system of trade- 
marks and descriptive labeling, but is 
opposed to the use of the symbolic grade 
marks, A, B, and C, because they are not 
genuinely informative. 

Our national legislative bodies have 
repeatedly been asked to pass laws 
authorizing mandatory ABC grading 
for canned goods and have repeatedly 
declined to do so. The latest attempt 
has a far better justification than earlier 
ones, since it is alleged that such grading 
is essential to price control. It is 
historically true that price regulation 
has often led to attempts at quality 
regulation, but Congress is not con- 
vinced that A B C grades are necessary 
for this purpose, or even that this is 
the real reason why they are demanded. 
No evidence of quality deterioration 
in canned goods has been adduced to 
support the claim of necessity. 

The bulk of the propaganda for A B C 
grades has been concentrated upon the 
alleged benefits to consumers. Some of 
the claims are valid; some are false or 
fallacious. Probably the most valid 
claim is that such grades would act as a 
check upon exaggerated or misleading 
claims in the advertising of brands. 
However, the powers of the Federal 
Trade Commission have been so enlarged 
by the Wheeler-Lea amendment that 
they are adequate to provect consumers 
effectively against any sort of fraud or 
exaggeration in food advertising. These 
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powers are now being used so strictly 
that the effect is tantamount to censor- 
ship. And while it is desirable to pre- 
vent the seller of an inferior product 
from representing it as of highest quality, 
it certainly is not desirable to delude the 
consumer by symbols that represent 
brands as equals when they are in 
reality wholly different in their character- 
istics and values. 


GRADES MISLEADING 


That A B C grades are misleading is 
not merely theory. It has been proved 
by centuries of experience. For the 
system, far from being new or pro- 
gressive, is a retrogression to medieval 
methods. Even though official quality 
regulation was better suited to the static 
economy and the authoritarian govern- 
ments of past ages than to the dynamic 
economy and democratic governments 
oi modern times, it never worked very 
satisfactorily. When applied on a na- 
tional scale, as it was in England under 
the Stuarts, the system broke down 
completely. Its failure to serve the 
interests of consumers was due to a 
variety of reasons. One of the most 
important was the difficulty of main- 
taining competent and honest adminis- 
tration. When a government under- 
takes to certify quality by official marks, 
it cannot evade the responsibility of 
ensuring that these marks shall be accu- 
rate and reliable. 

Largely because official grade marks 
were not reliable, the individual trade- 
marks of some craftsmen and merchants 
emerged as guides to consumers. This 
was not the original purpose of the trade- 
mark. It was merely a mark of identifi- 
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cation. So long as official regulation of 
price and quality was seriously at- 
tempted, the trade-mark had largely the 
negative function of enabling the au- 
thorities to trace substandard or “‘false’”’ 
commodities to their source. But when 
makers and merchants became free to 
set their own standards and to charge 
a differential price for superior goods, 
they had an incentive for improving the 
products bearing their trade-marks. 
Thus by a slow process of evolution the 
trade-mark acquired the positive func- 
tion of guiding the consumer. In many 
fields, buying by trade-marks has become 
the prevailing custom of consumers in 
this country. Some trade-marks are 
nationally (or internationally) known, 
and have a good-will value estimated 
in the millions of dollars. 

This good-will value represents basi- 
cally the willingness of consumers to 
repeat their purchases. It cannot be 
said to be due in any case wholly to 
advertising, although advertising has 
been an accelerating factor in the 
development of most of the famous 
trade-marks. We sadly underrate the 
intelligence of American housewives if 
we imagine that advertising could induce 
them to continue buying brands that 
have failed to give them their money’s 
worth. 

A housewife who likes a certain brand 
of canned goods would gain no added 
information if an A were added to its 
label. Her judgment has already pro- 
nounced it excellent for her purposes. 
If, by any possibility, the letter added 
to the label were B or C, she might con- 
fess that her judgment was at fault. 
More likely she would conclude that the 
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Government’s standard. of values dif- 
fered from her own, or that the particular 
official responsible for the grade had 
made a mistake. Graders do make 
mistakes. Every conscientious teacher 
has at times groaned over the difficulty 
of deciding whether the grade for a 
borderline student should be A or B. 
(Either choice may work an injustice: 
the B by failing to indicate the students’ 
superiority to the rest of the B-grade 
students; the A by depreciating the 
value of the A grades that represent 
considerably better performances.) The 
grader of commodities faces similar 
difficuities. Unfortunately, he does not 
pay for his mistakes. The burden falls 
on the manufacturer or merchant and 
on the consumer. That is one reason 
why the London grocers three and a half 
centuries ago (about 1593) petitioned 
that the name of the individual garbling 
inspector should be placed upon his seal, 
so that mistakes in grading spices 
as bon, mel, and opt (good, better, and 
best) could be traced to the person who 
was at fault. 

A trade-mark or brand is not in itself 
a declaration of quality, but its sponsor 
has the obligation of maintaining its 
integrity. It is true that he may lower 
the quality of his goods, but only at the 
risk of losing his hard-earned reputation 
and his customers. The fact that the 
public has confidence in trade-marks 
suggests that the sponsors of these have 
as a rule aimed constantly to improve 
their products and services. Where a 
change of materials has forced a lowering 
of quality (as in the case of synthetic 
rubber), they have usually informed the 
public of the fact. 


For the consumer who for any reason 
is unable to buy a familiar brand of 
canned goods, or who is wholly inexperi- 
enced in buying, grade labels may 
shorten and simplify the process of trial 
and error. She is now able to buy grade 
labeled cans from any one of several 
chains and department stores. But of 
course she must choose among these 
sources. She cannot be sure that a can 
of Grade-A peas at one store is identical 
with a can of Grade-A peas at every 
other store; still less that two cans of 
Grade-B peas are closely equivalent. 
They are not. 

GRADES NOT PRECISE 

These ABC grade standards for 
canned goods have little resemblance to 
the yardsticks and weights and measures 
of the Bureau of Standards. They are 
merely rough groupings or classifications 
of things that differ widely among them- 
selves in their component characteristics. 
The claim is often made by sellers using 
the grade labels that they give the buyer 
precise information about quality. They 
do not. They are no more precise 
than the good, better, best of the medieval 
spice garblers. Probably they are less 
precise, for quality of spices was largely 
a question of purity. They are less pre- 
cise than classifying men as big, middle- 
sized, and small, for these are at least 
indicative of a single characteristic, 
bulk. 

Comparatively few housewives, even 
among those who are asking for grade 
labeling, understand what the grades 
mean. Even when they are told that 
Grade A indicates a score of 90 points 
or more on a scale of 100, Grade B a 
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score of 75 to 89 points, and Grade C 
a score of 60 to 74 points, they are not 
much wiser. For the 100-point scale is 
not a simple matter of a single char- 
acteristic, like height, weight, or purity, 
but includes a number of characteristics, 
such as size, color, tenderness, freedom 
from blemish, etc. Thus it is much more 
complex than grading students on the 
basis of their performance in a single 
course or all their courses taken together. 
For a fair analogy in classifying people, 
we might make up our rating scale of 
100 points by assigning values to such 
characteristics as height, weight, intelli- 
gence, vision, hearing, speed of foot, 
manual dexterity, and the like. You 
could classify your subjects in Grade A, 
Grade B, and Grade C by such a process, 
but no one except the grader would know 
how the score for any individual was 
arrived at or what it represents, or 
what the Grade A man is good for. 

The scoring of canned goods, of course, 
depends to some extent on the judgment 
of human beings, which is variable. 
Even if one person did all the scoring, 
or perfect uniformity in scoring were 
somehow obtained by other means, we 
should still have a wide range of varia- 
tion within any grade. This is most 
conspicuously illustrated by Grade B. 
Whereas there is but one point differ- 
ence between the highest Grade-B score 
and the lowest Grade-A score, there are 
14 points difference between the highest 
Grade-B score and the lowest Grade-B 
score, 

In other words, the top layer of Grade 
B is more nearly equivalent to the lowest 
layer in Grade A than to the bottom 
layer of its own grade. Similarly the 
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bottom layer of Grade B is only a shade 
higher than the top layer of Grade C. 
Yet it is assumed that all Grade B is of 
about the same quality and should sell 
at about the same price. 

Under such a system few housewives 
would care to buy Grade B. In point of 
fact, such figures as have been published 
by chain-store users of A BC grade 
indicate little demand for Grade B. 
Yet under normal conditions of produc- 
tion a considerable proportion of the 
pack should logically be of Grade B, 
What is to become of this portion of 
the pack, for which there is (justifiably) 
little demand? 


MINIMUM STANDARD BECOMES 
MAXIMUM 


To answer this question, we may turn 
again to the past history of quality 
regulation. The usual tendency was for 
the minimum standard to become the 
maximum. The spice that had too large 
a percentage of husks to qualify as best 
would often have as much more husks 
added as was permitted in the lower 
grade. 1f ABC grades are made man- 
datory and prices made uniform for all 
similar products in the same grade, the 
force of competition will operate to drag 
quality in each grade down toward the 
lowest limits of the tolerance; namely, 
90 points for Grade A, 75 points for 
Grade B, and 60 points for Grade C. 
If this happens, and ‘‘the floor becomes 
the ceiling,” the trade-mark or brand 
would resume its early negative function. 

Actually this is only a remote possi- 
bility. The majority of housewives 
will not easily abandon their habit of 
buying by trade-mark. For at least ten 











84 JOURNAL OF RETAILING 


years they have had the option of buying 
A B C graded canned goods. Some of 
the chains offering these have advertised, 
“No matter what you pay, there is none 
finer than Grade A.” Nevertheless 
about 85 per cent of housewives, accord- 
ing to reliable surveys, have continued 
to buy by brand, despite the higher price 
in many cases. It is credibly reported 
that this preference for the popular 
brands has been accentuated by ration- 
ing. It is unlikely that it would be 
decreased by the leveling of prices, 
although of course it could happen that 
some brands might be frozen out by a 
price level too low to permit profitable 
production at the standards they have 
set for themselves. 

The grade labels of those voluntarily 
using the A BC system are not highly 
reliable (only 70 per cent reliable accord- 
ing to a report of the St. Louis Better 
Business Bureau). Consumers have also 
the option of buying some varieties of 
canned goods packed under continuous 
inspection of the Agricultural Marketing 
Service, and the symbol “U. S. Grade A” 
cannot be challenged. Yet consumers 
as a whole have been slow to avail 
themselves of this opportunity, and have 
continued to buy their favorite brands 
without any A or other grade symbol. 
Does this constitute a good reason for 
forcing grade labels upon them? 


DESCRIPTIVE LABELS AND PRODUCT 
DIFFERENTIATION 


The canning industry has consistently 
maintained that descriptive labels pro- 
vide the information the consumer 
wants, with all essential characteristics 
listed. Many brands have such labels. 


The objection is sometimes made that 
this is too complex; that the various 
combinations of characteristics may run 
into the hundreds. But if the contents 
of the cans have these numerous com- 
binations of characteristics—as they may 
—what good end is served by asserting 
that they are all alike and can all be 
simply marked with a grade letter indi- 
cating that they are alike? Where dif- 
ferentiation exists it should be revealed, 
not concealed. 

Product differentiation should not be 
suppressed or discouraged (except as 
may be necessary for war production). 
Normally such differentiation is an 
important factor in product improve- 
ment. Every creative worker has the 
natural desire to express his individuality 
in the products that are to bear his 
signature or mark. The differences he 
introduces may not be readily perceived 
by the ordinary observer, but the great 
improvements in products have usually 
resulted from the accumulation of seem- 
ingly insignificant differences. Occa- 
sionally the improvement is conspicuous, 
as has been the case with canned corn 
in recent years. Here one or two enter- 
prising canners set the pace, with the 
result that leading brands today are: far 
superior to the highest standard for 
Grade A that could have been established 
twenty years ago. Above the minimum 
for Grade A for other canned goods are 
still unknown possibilities for improve- 
ment, and private enterprise should be 
encouraged to continue the work of 
exploration. This it cannot do unless 
trade-marks are fully recognized as a 
form of property that should not be 
depreciated by official action. 
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EFFECT ON MIDDLEMEN 

Many of the middlemen, as well as 
the producers and consumers, would be 
adversely affected by mandatory ABC 
grading. Some large-scale retailers 
might benefit. But if grade labeling 
were really helpful to consumers, it 
should be a competitive advantage to 
the retailers who use it. Why, then, 
should the chains relinquish this ad- 
vantage by having the system applied 
to all stores? Perhaps the answer is 
that these distributors, as a rule, have 
based their appeal on low price, and have 
generally lacked a reputation for quality. 
Consequently, they might welcome an 
official pronouncement that the private 
brands that they control are equal in 
quality to the famous national brands 
and wholesaler’s brands that they can- 
not control. Sometimes their brands 
are equal. But their methods of “close” 
buying are apt to ensure that whatever 
they buy by specifications does not 
greatly exceed the minimum, whereas 
some brands are far above that min- 
imum. 

Some grocery wholesalers have private 
brands that are justly famous through- 
out the territories they cover. The 
quality of :hese may be as carefully 
safeguarded as that of any national 
brand, and the cost of production may 
preclude the possibility of competing 
with chain brands on a price basis. 
Neither these wholesalers nor the inde- 
pendent retailers who handle their 
brands have anything to gain by manda- 
tory grade labeling. On the contrary, 
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it will seem to give official sanction 
to the invidious—and possibly unjust— 
price comparisons the large-scale dis- 
tributor likes to make. 

Independent retailers who are alive 
to the situation do not want official 
A B C grades on canned goods or any- 
thing else they sell. They are indivi- 
dualists and their existence depends 
partly upon their personal relationship 
with their customers. Often they have 
a better claim to be regarded as the 
purchasing agent of the consumer than 
some big stores that have assumed this 
title. They can and do advise regarding 
brands and, by and large, their advice is 
apt to be as sound as that of the pro- 
fessional consumer advisers. Since they 
cannot advertise on the scale of the 
chains and other large-scale distributors 
with whom they must compete, they like 
to handle the well-advertised and famous 
national brands, and the wholesalers’ 
brands that their comy«‘itors do not 
carry. They believe they are giving 
customers their money’s worth—quality 
and service considered along with price. 
If the housewife disagrees she is ‘ree to 
patronize some other kind of stox 

Despite the mortality among small 
retailers, particularly in the grocery 
field, there are still a lot of them and 
they intend to survive. Their repre- 
sentatives in Congress intend that they 
shall survive. Some of the legislation 
passed in their interests may have been 
unwise. But they are probably right in 
believing that a change from buying by 
trade-mark to buying by grade-mark 
would operate to thei~ disadvantage. 











Department and Specialty Store 
Trade in 1942 


Sales. It was not until the middle of 
July that the Harvard Bureau of Busi- 
ness Research and the Controllers’ 
Congress 1942 reports became available. 
The former reported a 12.4 per cent 
increase in department-store sales over 
1941 and the latter a 13 per cent increase. 
Since the price level in 1942 was nearly 
11 per cent above 1941, it is clear that 
the sales increase was caused primarily 
by price change rather than by an in- 
crease in physical volume of sales. In 
fact, Harvard reports that transactions 
increased only 1.6 per cent. 

Expenses. The substantial dollar- 
sales increase, accompanied by little 
increase in transactions, naturally re- 
sulted in a sharp decline in the expense 
ratio. Harvard reports that it dropped 
from 34.3 per cent to 32.05 per cent. 
Other factors contributing to the fa- 
vorable expense figure were (1) the cur- 
tailment of customer services sanctioned 
and abetted by the Government and (2) 
the lessened need of heavy promotional 
pressure due to the public’s avid demand 
for all the goods the stores could obtain. 
Dollar expenses, however, rose about 5 
per cent, considerably faster than the 
reported increase in transactions handled. 
Thus, expenses per transaction are at a 
high level. 

Markup. Initial markup (markon) 
remained almost constant at about 40 
per cent in spite of the great outcry 
about the “‘squeeze’’ inherent in the 
General Maximum Price Regulation. 
Apparently, stores eliminated their 
former practice of buying considerable 
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quantities of promotional goods to sell 
at low markups and were thus able to 
offset the markups that were lowered by 
price control. Markdowns dropped 
about half of one per cent, since prices 
moved upward and since little need was 
felt, in view of less exacting customer 
demands, to reduce goods in order to 
move them. As a result gross margin 
was about a half point higher in 1942, 
the figures standing at 38.7 per cent, 
according to both the Harvard and the 
Controllers’ Congress reports. 

Profit. With gross margin well main- 
tained and expenses at low level, the 
operating profit figure hit an all-time 
high: 6.65 per cent according to Harvard 
and 7.5 per cent according to the Con- 
trollers’ Congress. With other income 
of over 3.0 per cent, the net profit (gain) 
was nearly 10 per cent, but almost two 
thirds of this had to be paid in Federal 
income taxes, leaving only 3.65 per cent 
profit after taxes, compared with 4.1 
per cent for the year before. 

Highlights of the two reports referred 
to above appear in the tables on page 87. 

1943, In spite of many pronounce- 
ments to the effect that volume in 1943 
would be well under that of 1942, due to 
merchandise shortage, it continues to 
run ahead. With prices rising but 
slowly, it would appear that physical 
volume is moving upward and that the 
expense ratio may be higher than it 
was in a year when rising prices accounted 
for most of the gains. Prospects of early 
peace confuse the picture—the stock 
market already shows apprehension over 
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GENERAL AVERAGES FOR DEPARTMENT AND SPECIALTY STORES 1942 


Increase in sales 
Gross margin 
Payroll 
Real-estate costs 
Advertising 

All other expense 


Total expense 

Net profit 

Net other income 

Net gain before Federal income tax 
Federal tax on income 

Net gain after Federal income tax 
Return and allowances 

Total retail reductions 





* Approximate figures for larger specialty stores—general averages not available. 


(Harvard Bureau of Business Research) 








Department Stores Speciality Stores — 
a Tol 1942 
Per Cent Per Cent Per Cent Per Cent 
17.40 12.40 16.00* 13.10 
38.20 38.70 38.35 38.75 
17.30 16.75 17.30 16.80 
3.95 3.60 4.65 4.15 
3.15 2.70 4.05 3.75 
9.90 9.00 9.90 9.05 
34.30 32.05 35.90 33.75 
3.90 6.65 2.45 5.00 
3.40 3.10 4.9" 2.20 
7.30 9.75 5.00* 7.20 
3.20 6.10 2.26" 4.00* 
4.10 3.65 3.20* 
11.35 9.60 14.00* 12.00* 
5.90 §.55 8.30* 7.00* 


| 
| 


TYPICAL FIGURES FOR THE TEN LARGEST DEPARTMENTS IN DEPARTMENT AND SPECIALTY STORES IN 1942 


(Controllers’ Congress General Averages) 





Increase 





in Sales 
Toilet articles 13.0 
Hosiery 16.0 
Shoes 21.0 
Women’s and misses’ coats and suits 25.0 
Women’s and misses’ dresses 7.0 
Blouses and sportswear 22.0 
Men’s clothing —3.0 
Men’s furnishings 12.0 
Furniture 0.0 


Miscellaneous housewares 10.0 


the business outlook during the transi- 
tion. Decline in purchasing power may 
not be far distant and what there is is 
likely to shift back to cars and homes 
and not maintain the current demand 
for clothing and accessories. 

Policy questions. The results of 1942 
and the prospects for 1943 raise, among 
others, two problems of policy for the 
immediate future: (1) Is it wise to oper- 
ate at such a high initial markup and 
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Mark- 
on 
38.0 
39.6 
41.6 
39.9 
39.7 
39.3 
40.4 
40.0 
44.7 


41.0 


Mark- Gross eyes ~~ 
downs Margin Expenses Profit turn 


Per Cent ~ Per Cent Per Cent Per Cent Per Cent Per Cent 


2.6 36.4 28.1 8.3 3.3 
2.2 38.8 24.3 14.5 4.7 
6.3 39.9 32.7 7.2 3.0 
6.6 39.4 27.8 11.6 6.4 
$2.2 36.1 32.7 3.4 8.8 
6.4 39.3 31.3 8.0 5.7 
a1 35.5 31.9 3.6 2.1 
3.4 39.2 30.7 8.5 2.9 
4.8 40.9 38.2 2.7 2.3 
3.2 5 3. 2.6 


35.9 


1a 


gross margin? In fact, in 1929 the gross 
margin was only 33.5 per cent, a figure 
5 per cent below the 1942 one; and ex- 
penses in 1929 were about what they 
were in 1942. Most of the large profits 
being rolled up are going into taxes. It 
might be better to buy customer good 
will by lowering markups somewhat. 
(2) Any future decline in sales volume, 
growing out of merchandise shortage, 
will be accompanied by a substantial 
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rise in the expense ratio. This danger 
probably is one reason why stores have 
worked so hard to maintain their mark- 
ups. After the war, a relaxing of govern- 
ment restrictions on services may lead to 
renewed competition on a service basis. 
Also, decline in government spending 
and the probable lag of private industry 
to take up the slack will probably result 
in a sales decline that will further boost 
expenses. Cooperative action will be 
sorely needed to perpetuate some phases 
of the reforms in delivery, return goods, 
and credit policies that the Government 
has temporarily insisted upon. 


(Continued from page 00) 


of information among its members on 
postwar planning for your own benefit. 
Your trade association, like the trade 
unions and the farm organizations, 
should be the medium through which 
you should receive both information 
and suggestions. 


PROBLEMS TO BE CONSIDERED 


Naturally, you will try first to get a 
careful estimate of possible sales volume. 
You will consider pent-up demands, the 
prospects of merchandise shortages after 
the war, the danger of overproduction, 
clearing stock piles of the government, 
allowance for introduction of new goods, 
prices that customers can afford and are 
willing to pay. What remodeling is 
necessary for such a volume? And what 
are the trends in interiors, layouts, 


fixtures, lighting, heating, and ventila- 
tion? What will it cost to restore the 
high standards of storekeeping that have 
been neglected? What number of em- 
ployees will be needed to handle such 
a volume? How many such employees 
are obtainable by re-employment? The 
need for careful selection and training of 
employees—how will this be met? And 
what will be the cost? What additional 
capital will we need, and what are the 
difficulties to be overcome in raising it? 
What advertising, etc., etc. 


FREE DISCUSSION NEEDED 


In these modern times, with our free 
press and universal education, there is 
really little mystery about business. 
Nevertheless, in past years businessmen 
have feared to talk publicly about their 
problems. As a result not only we who 
have been active in business but the free 
enterprise system itself has been doubted, 
suspected, and not fully understood. 
We should try to avoid this in rebuilding 
the basis of this country’s future progress 
and prosperity. When we make plans, 
let us study them and compare our 
opinions with those of other retailers. 
Then we should be prepared to talk 
freely, factually, and persuasively to 
our customers to whom we sell, to the 
suppliers from whom we buy, and to 
the public generally. When we have a 
good cause, nothing will give us more 
influence in securing the aid of the press 
to propagandize our ideas about public 
affairs than friendliness and candor. 
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Planning by Memory—A Mistake 


Statistical records, the author suggests, are not enough to ensure adequate 
consideration of the past in planning ahead. 


ANDRE GABOR 


Are you relying a great deal on mem- 
ory in planning your business? Most 
likely you are. Did you ever forget 
anything in your life? Probably often. 
Well, that is why you should support 
your memory with as many facts and 
documentary evidence as possible when 
you perform one of the cardinal functions 
of your busiiess: planning. 

Planning is usually based on two 
main factors: the reviewing of past per- 
formance and forecasting the coming 
trend. It is the former that banks on 
memory excessively and that is the 
object of this discussion. 

In surveying past performance, most 
businesses have statistical records to 
go by, but seldom are these accompanied 
by commentaries on the underlying 
circumstances, methods which have 
brought them about. Executives usually 
have a mass of figures available, some- 
times well arranged. They are useful, 
but not adequate. They are merely a 
skeleton and as a rule it is left to nothing 
more substantial than recollection to fill 
the skeleton with flesh and_ blood. 
Whenever and to the extent that mem- 
ory fails, the “‘moral’” of last year’s 
performance is lost or—what is worse— 
distorted. 

This deficiency in planning is probably 
rather general in all businesses, but can 
be well demonstrated by examples taken 
from the retail field. 


BEATING LAST YEAR 


The gospel of a department store’s 
operation is to meet or possibly beat last 
year’s results. Although management 
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occasionally makes a feeble attempt to 
inject the thought of viewing present 
results in the light of more general 
trends of the past and present, “making 
the day,” that is meeting the results of 
the comparable day last year, remains 
the dominant yardstick of performance. 

If the department head fails ‘‘to make 
his day,” his references to the inequity 
of comparison w’th last year, due to any 
valid reason, is usually tagged a “weather 
report”—devastating department-store 
term for unjustified excuses. If on the 
other hand he “beats the day,” that is 
surpasses last year’s figures. management 
will seldom remind him or even recognize 
that the results were—in a given case— 
disastrous in relation to the current trend 
or other factors. The judgment is as 
crude as the yardstick by which it is 
made. 

True, when it comes to planning the 
operation of the next season or month, 
some attempts are made to refine the 
comparison. The number of holidays, 
their respective dates, the weather and 
promotional events of the previous period 
are usually taken into consideration, 
but many other, significant factors are 
forgotten unless they were a declaration 
of war or a presidential election which 
sticks in any man’s memory. 


NEED FOR A DIARY 


It is highly questionable whether it 
occurs to one out of a hundred managers 
of—let us say—men’s clothing depart- 
ments to keep a diary of all the major 
events that have influenced his business 
from day to day or month to month, 
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occurrences that would lend meaning to 
his daily-sales figures when he looks at 
them next year. He will of course re- 
member that many men joined the 
armed forces and that as a consequence 
his business in civilian cloth decreased, 
that in uniforms increased, he will even 
have figures to show the amount and the 
units of sales in each; but he will prob- 
ably wonder and grope helplessly in his 
memory to remember the reasons of a 
sudden and unseasonable fluctuation in 
a certain period last year. Had he 
pasted clippings of the news releases of 
the day in his diary, releases which 
referred to the latest interpretation by 
the National, State, or regional director 
of the draft board on the manpower 
situation, he might have the answer. 
It is unlikely that he would otherwise 
remember by whom, how many times, 
on what dates, and in which direction 
the draft law was interpreted and rein- 
terpreted, a factor which had a very 
direct bearing on his business. Or is it 
likely that he will remember that during 
the usually busiest weeks of September 
he lost many sales because the delivery 
of an important garment in the newest, 
most popular khaki shade was delayed 
while the competition went to town. 
If the occurrence was of a major effect 
and his memory is above average, he 
may have a hazy recollection, but rarely 
definite enough to focus his attention 
on it as sharply and precisely as the 
occurrence and its compelling adjust- 
ments for this year’s planning might 
require. 

Is the group merchandise manager any 
more accurate in his planning? Does 
he have a calendar in front of him to 
show the dates of the spirit (including 
buying-spirit) lifting first block busting 


of Cologne, the North African invasion, 
the adverse event of gasoline rationing, 
the Legion Convention, and other events 
without which the interpretation of last 
year’s figures is bound to be blurred and 
faulty? He may think he remembers 
them anyway. Well, he is fooling him- 
self. And if next year he works for the 
competition or the Government, he won’t 
even have that flimsy fabric of recollec- 
tion to wrap his bare, rattling figures 
into. _ 

It might be argued that often certain 
events do not have the expected effects 
on business, that too much information 
will only cause confusion, or that a true 
merchant’s intuition is worth more than 
ali these modern tools of merchandising. 
This is like arguing that a streamliner 
is also late sometimes and that great- 
grandfather did pretty well for himself 
although he was an illiterate. 


OPPORTUNITY FOR TRADE ASSOCIATIONS 


As I see it, a great deal of benefit 
could be derived if trade associations 
would prepare for their members’ calen- 
dars to show day by day, or week by 
week, all the events and circumstances 
that influenced their branch of business 
in general, as much or possibly more than 
the fact that the thirteenth fell last year 
on a Thursday instead of a Friday. 

These calendars, or diaries, should then 
be supplemented by the individual com- 
mentaries prepared in the course of the 
last year by the department manager or 
top executive covering the major events 
within his sphere of activity day by day, 
or on a weekly, perhaps monthly, basis. 
If a businessman recognizes the obvious 
usefulness of such tools, he will also be 
able to decide for himself what degree of 
detail is justified in preparing these 
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commentaries, reports, or memoranda. 
Besides putting the review of last year’s 
performance in its proper perspective, 
such memoranda will serve the addi- 
tional, perhaps not quite incidental, 
value of stimulating thought generally 
and showing which actions will be worth 
repeating, which ones better forgotten 
in the future. 

As indicated at the outset, the review 
of past performance is only one phase of 
planning. The other consists of fore- 
casting the trend. This, however scien- 
tifically undertaken, involves necessarily 
a great deal of conjecture and uncertain 
elements. That is why it is doubly 
important that that phase of planning, 
the review of past performance, which 
is based on facts, should be performed 
as completely and accurately as possible. 
Bare figures aided merely by memory or 
fragmentary records will hardly afford 
such completeness and accuracy. 

Write down the story which created 
the figures. Next year it will make 
revealing, instructive, if not interesting 
reading. 


(Continued from page 73) 

deep thinking is necessary, as we must 
change our course from day to day, 
always keeping a close watch on the 
adjustment of our operating problems to 
the rapid ups and downs of general 
business. Many of us are of the opinion 
that the whole course and direction of 
our national economy may produce very 
far-reaching changes in consumer habits 
in the next few years. 

It seems probable that there will be 
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very few really wealthy people left and 
that the upper middle class and middle 
class itself will find their incomes very 
substantially curtailed by the larger per- 
centage of taxes. This diminishing of 
income and this partial or total elimina- 
tion of the upper brackets of income may 
mean that luxury buying as we have 
known it will be substantially reduced. 
If so, many stores catering to the higher 
price markets may find themselves 
obliged to make a complete about-face. 
I am not posing as a prophet, but the 
simple application of arithmetic will con- 
vince any one that it will be difficult for 
the consumer of de luxe articles to keep 
up his purchasing power. I am not 
discussing the merits of this situation 
but rather its possible effects on the 
retailer. Many large stores could not 
exist today were their salescheck to be 
radically reduced. Merchants are try- 
ing to think 2head in this cloud of un- 
certainty as to how they would meet such 
a future contingency. It might be that 
stores would be forced substantially to 
reduce their services and eliminate many 
of the expensive habits which have grown 
apace in recent years. Retailing in the 
future may get down to much ‘more 
simple fundamentals. 

The war has forced radical curtail- 
ments in expensive services, and it is the 
hope of retailers that a part, at least, of 
these economies will persist after the 
war. Retailers themselves must stiffen 
their backs and not allow expensive and 
unnecessary services again to become a 
means of soliciting volume. 
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What Do You Know About the Government’s 
Service Limitations? 


Fill in the blanks below or check the proper column 
See page 96 for answers. Excellent 26 or more; Good 23-25; Fair 20-22 


. On installment sales of general merchandise: 


. The minimum down payment required is . %. 
- No down payment is required on sales under $.. 
. Payments must be completed in months. 
. Regular installments must not be less than $... a month. 
. If on $90.00 sales, a trade-in allowance of $30.00 is granted, what is the minimum cash down 

payment? @............ 
In the case of charge sales: 

6. Goods bought in October must be paid for by 

7. An overdue account is not frozen if there is owed only $ 

8. Floor authorization is allowed on sales under $ 

9. A frozen account may be cured by conversion to an installment account of a duration of 


nm &® be 


months. 
10. W ith a certificate of necessity, a charge account in default may be cured by agreement to make 
installment payments over a period of . months. 
In the field of parcel delivery by motor truck: 
11. Packages delivered to customers must exceed a minimum of weight of Ibs. 
12. Or must measure in combined length and girth more than ....... inches. 


13. Smaller packages or lots are deliverable in the case of which two of the following? Check 


Mail-order sales 
Goods altered for customer after purchase 
Goods for ee to other than purchaser’s address 
Medicines , 
Correction of a store’s s selling error 
14. The number of regular deliveries of general merchandise to one point of destination is limited 
to ................ @ week. 
15. What are the only articles that may be delivered at retail on Sunday? 
Check in the table below which service or selling restriction is suggested and which soquieed 3 in 
connection with the sale of textile merchandise. 


Restriction Suggested Required 








16. Elimination of approval sales cree crores 

17. Elimination of promotional sales ala 

18. Elimination of style shows ae 

19. Elimination of gift wrapping 

20. Elimination of practice of accepting reverse charges on teie- 
phone orders 

21. Deposits on lay-away sales 

22. Elimination of suggestion selling lll 

23. Elimination of comparative pricing | 

24. Elimination of special deliveries 

25. Elimination of call backs 

26. Restriction of periodical and beverage deliveries to once a week 

27. Semiself-service operation 

. Elimination of reference to quantity on sale enews eee . 

. Elimination of multiple selling 

. Elimination of clearance sales 
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Teachers’ Section 





How to Teach an Employee 


MURRAY BANKS 


Training ‘‘on the floor’ is replacing centralized training but few supervisors 


know how to train. 


This article explains a new course that has been de- 


veloped to train supervisors to teach their subordinates. 


How to Teach an Employee is a course 
developed by the Business Education 
Service of the United States Office of 
Education to aid executives of large and 
small businesses to teach both new and 
experienced employees more efficiently. 
The term “executive” is used to cover 
supervisors, department heads, division 
managers, owners and managers, buyers, 
sponsors, persons doing system training 
or conducting centralized training, and 
junior executives and assistants. 

Rapid personnel turnover, with which 
every retail organization is now faced, 
makes a knowledge of more efficient 
teaching techniques more essential for 
the supervisor in the retail store than 
ever before. The problem of training 
an employee on a job has always been 
an important one. Every retailer ac- 
knowledges that {the activities involved 
in breaking in new workers and of 
retraining experienced employees con- 
sume a major portion of a supervisor’s 
time. It therefore follows that a super- 
visor’s burden can _ be lightened 
considerably with an improvement in 
his teaching skill. Executives know 
what should be taught, but want help 
in how to teach what they already know, 
and in such a manner that the employee 
can perform. 

The ability to develop a loyal, en- 
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thusiastic, and capable group of co- 
workers is a more important qualification 
for success as an executive in retailing 
than it is in any other line of work. 


ACTUAL EXPERIENCE WITH A TEACHING 
COURSE 


When retail executives of the Chamber 
of Commerce of Elizabeth, New Jersey, 
were advised of various courses that 
could be given under the George-Deen 
Act, they expressed their preference for 
this course on How to Teach an Em- 
ployee. Accordingly, two groups of 
store executives were organized to take 
the course during November just before 
they faced the problem of training large 
groups of employees for the Christmas 
season. The executive groups met for 
six evenings in the local offices of the 
Chamber of Commerce for a total of 
twelve hours. During the course of six 
evenings, of conferences and demonstra- 
tions, of effective techniques, of super- 
vising and training an employee, these 
executives realized that the art of stimu- 
lating, teaching, guiding, commending, 
and correcting those who are under their 
supervision is much more closely related 
than one generally thinks to that other 
art—-the presenting of merchandise to 
customers with skill and understanding— 
which we call salesmanship. 
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Personnel supervision is just one phase 
of influencing human behavior. The 
same basic principles which the depart- 
ment-store executive uses in his attempts 
to influence customers to buy merchan- 
dise should guide him in his supervision 
of salespersons. A full understanding of 
this is an important step toward acquir- 
ing skill in personnel supervision. The 
supervisor who uses his understanding 
of human nature in his effort to secure 
the results he desires will be much more 
successful than one who uses as his 
principal tool the authority of his 
position. 


DEVELOPMENT OF PROPER JOB ATTITUDE 


These business executives were very 
much interested in the problem of de- 
veloping a proper job attitude on the 
part of an employee. It was generally 
agreed that real “‘selling” of the job— 
creating a genuine interest in it and a 
strong desire for accomplishment-——will 
eliminate much of the need for super- 
vision and discipline, and often will cut 
down materially the time and effort 
necessary in teaching. This selling of 
the job and making the new employee 
feel at home is worth much more time 
and effort than the average busy execu- 
tive thinks he can afford to give to it. 

Almost any one’s first few days on a 
new job are difficult, and there are trying 
days, particularly if the employee is 
beginning a new type of work. Any 
little word of encouragement or help the 
executive may be able to give the new 
worker will count much more than he 
may think in building that loyalty to 
the store which is so necessary for the 
best type of salesmanship. And, con- 
versely, any careless or unjust criticism 
may create a sore spot which will take 


months to heal. Even though the ex- 
ecutive may have assigned the training 
of the new employee to an assistant or a 
sponsor, he should take some time him- 
self to make the new person feel at home. 

Although this course provides for a 
discussion of how to create a proper job 
att‘‘ude, the basic purpose of this 
‘‘custom-made”’ twelve-hour course is to 
sharpen the ‘‘teaching tools” of execu- 
tives so that they may do this part of 
their work more effectively. It aims to 
show executives how they may put 
across to others in the most efficient 
manner, what they already know. 

This custom-made short course has 
been prepared on the basis of careful 
analysis, experience, and observation. 
It has been tested, refined, and tested 
again and again until it includes only the 
absolute essentials. Some of the topics 
included in the course are as follows: 


1. Weaknesses of the common training 
methods 

2. Demonstration and discussion of recom- 
mended method for breaking in new 
workers and improving the performance 
of experienced workers 

3. How to analyze tasks to be taught 

. Organizing teaching materials 

5. Basic steps to follow in instructing an 
employee how to perform any specific 
part of his job 

6. Principles of learning involved in teaching 
an employee 

7. Applications of the basic teaching process 
to a variety of teaching situations found 
in business 

8. Supervised practice in handling various 
types of teaching situations 

9. Creating and maintaining a relationship 
between executive and employee which 
will expedite training efforts 

10. Handling special training problems. 


= 


THE SUPERVISOR IS A TEACHER 


A good supervisor must also be a good 
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job instructor because good supervision 
consists mainly of getting employees to 
do what the supervisor wants done, when 
it should be done, and according to the 
standards of quality required. These 
objectives are the same as the objec- 
tives of good instruction. Good super- 
vision and good instruction are imsepa- 
rable. A supervisor may have complete 
knowledge of a job, but, unless he has 
the ability to instruct, he cannot transfer 
that knowledge to one of his employees 
and thus make that person a more 
efficient worker. In order to give in- 
structions clearly, completely, and 
accurately, the supervisor must study 
the details of a job. Through this proc- 
ess, a supervisor better qualifies himself 
to supervise the job effectively. Effec- 
tive instruction starts the kind of 
relationship that is so necessary to a 
supervisor’s personal progress. A good 
supervisor tries to get work of highest 
quality done at lowest cost, and on time. 
Unless his employees are carefully and 
thoroughly instructed, these results will 
not be achieved. 


WHO BENEFITS FROM THE TRAINING? 


This course has been developed on the 
premise that when an executive’s skill 
in teaching is improved, the executive 
benefits, the management benefits, the 
employee benefits, and, in addition, the 
general public benefits. 

Wartime shortage of labor has made 
necessary the use as salespeople of many 
persons who have never worked in retail 
stores before. However, it is still im- 
portant for customers to receive accurate 
information on the use and care of the 
many new kinds of merchandise to be 
found in the store today. Customers 
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should be assisted in becoming familiar 
with alternates made necessary by a 
wartime production program, and should 
be spared as much as possible the in- 
conveniences and annoyances which 
result from inaccuracies and careless 
service. The salesperson can play an 
important role in the constant job of 
maintaining civilian morale if she is 
trained to meet with a smile and a word 
of optimism the many new buying prob- 
lems of the customers. 


WHO ARE SELECTF® AS INSTRUCTORS? 


Each person selected as an instructor 
for the course is provided by the State 
supervisor of distributive education with 
special training. 

Occupationally competent workers in 
the field of distributive education or 
executives from sales organizations are 
eligible to conduct this course after they 
have themselves received the basic 
twelve hours of instruction, plus three 
or four hours of special coaching on 
the use of the outlines and supplementary 
materials. 

It has been the experience of the writer 
in conducting several groups of this 
course in Elizabeth that the community 
retailers appreciate and are grateful for 
this streamlined training program which 
prepares them to meet more satisfactor- 
ily the increasing challenge of new super- 
visory problems that, due to wartime 
pressure, are arising daily. 

It is recommended that similar groups 
be immediately organized in other cities 
as distributive education’s contribution 
to the war effort. Prompt cooperation 
and assistance can be secured by writing 
to the State Supervisor of Distributive 
Education. 





Book Notes 


History of Macy’s of New York 1858- 
1919, by Ralph M. Hower. Cam- 
bridge: Harvard University Press, 
1943, 500 pages. 


A great deal of research is back of this heavily 
documented history that eulogizes the founder 
of the Macy store. : 

The student of trends will be particularly 
interested in the operating statistics of the early 
Macy store: For example, in 1890, gross margin 
was 19.7 per cent, and expenses 14.07 per cent; 
salaries were only 7.12 per cent of sales and 
advertising 1.23 percent. In 1919, gross margin 
had risen to 32.74 per cent and expenses to 23.93 
per cent; salaries were 12.08 per cent and 
advertising 2.11 per cent. 

The discussion of private and national brands 
and Macy’s controversy in connection with price 
maintenance will be of interest to the student of 
these subjects. 

It is to be hoped that, in the near future, the 
history of this store since 1919 will be presented 
by Mr. Hower or some other able historian. 

J. W.W. 


How to Write a Good Advertisement, 
by Victor O. Schwab. New York: 
Schwab and Beatty, Incorporated, 
1942, 75 pages. 


In seventy-five pages, Victor Schwab packs a 
greater fund of information than is to be found 
in many books several times as long. Based on 
his rich and successful experience in producing 
advertisements that do a complete selling job, 
Mr. Schwab gives advertisers a concise set of 
tested fundamentals which should be memorized 
and applied by every advertiser. 

C. M. E. 


Job Opportunities for Girls in Mer- 
chandising Industry, by the Mer- 
chandising Committee of the Office of 
the Superintendent of Public Instruc- 
tion, State of Illinois, 1943, 44 pages. 


This mimeographed pamphlet lists over two 
hundred jobs open to women, in retail, mail- 
order, and wholesale divisions. A brief explana- 
tion of each job and the qualifications for each is 
given. In the case of many of the jobs, promo- 
tional opportunities are also indicated. 

The pamphlet should prove useful to teachers 
engage‘| in vocational guidance. 
J. W. W. 


Answers to “What Do You Know about the 
Government’s Service Limitations?” 
appearing on page 92 
. 333% 16. Required (WPB) 
. $6.00 17. Required (WPB) 
3. 12 months 18. Suggested (OPA) 
. $5.00 . Suggested (OPA) 
. $20.00 20. Suggested (OPA) 
». December 10 . Suggested (OPA) 
. $2.00 . Required (WPB) 
. $10.00 3. Required (WPR) 
. 6 months . Required (ODT) 
. 12 months 5. Required (ODT) 
. 5 lbs. . Required (ODT) 
. 60 inches . Suggested (OPA) 
. Goods altered s. Required (WPB) 
29. Required (WPB) 
. Neither suggested nor 
required 


and medicines 

14. 2a week 

5. Ice, fresh milk, 
and cream 
(Other dairy 
products may 
be delivered 
along with 
milk and 
cream.) 





